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The United States Postal Service hereby files its revised to the following 

interrogatory of Major Mailers Association, redirected from witness Mayes: 

MMA/USPS-T32-2. The original response was filed in April 19,200O. The 

revised response filed today supersedes that response. 

The revised response addresses issues raised by the May 3,2000, MMA 

Motion to Compel. 

The interrogatory is stated verbatim and is followed by the response. 

Respectfully submitted, 

UNITED STATES POSTAL SERVICE 

By its attorneys: 

Daniel J. Foucheaux. Jr. 
Chief Counsel, Ratemaking 

CSWQ 
Michael ?. Ttiwell 
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Washington, DC. 20260-l 137 
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RNISED RESPONSE OF UNITED STATES POSTAL SERVICE TO MMA INTERROGATORY 
REDIRECTED FROM WITNESS MAYES 

MMAIUSPS-T32-2 Please refer to your response to Interrogatory MMANSPS-T32-1. 
There you explain where to find postal costs under the Commission’s cost methodology 
for the test year. 

64 Please confirm the following cost figures (in $000’s) including 
contingency (but not prior year losses) for the test year before rates. if you 
cannot confirm these cost figures, please provide the correct cost figures 
and the derivation and/or source thereof. 

BR 1 Difference I 
(1) (2) I (3) I 

PRC TY SR USPS N 
LR-I-131. Vol H, Table E Exhibit USPS-32A 

ts 

3 :; 

osts $1 

Variable COS 
Institutional Cost: 
Total CI 

0) If you confim, the cost figures in pan (a), please explain why the total 
costs reported using the Commission’s cost methodology are $162.357 
million higher than the total costs reported using the Postal Service’s GOSting 
methodology. If you did not confirm the cost figures in part (a), please 
explain any difference in the total costs for your corrected cost figures, if 
there is a difference. 

(4 Please confirm the following cost figures (in $000’s) including 
contingency (but not prior year losses) for the test year after rates. If you 
cannot confirm these cost figures, please provide the correct cost figures 
and the derivation and/or source thereof. 

(1) 
PRC TY AR (2) Diff~%ce USPS TY AR 

LR-I-131. Vol J. Table E Exhlbll USPS-328 0 0 

Variable Costs $ 44,307,115 $ 40,891,695 $ ’ $95,420 
Institutional Costs $ 24,564,124 $ 27,978,701 $ (3,394,577) 
Total Costs $ 68,971,239 $ 68,870.396 $ 100,843 

If you confirm the cost figures in part (c), please explain why the total 
costs incurred reported by using the Commission’s cost methodology are 
$100.643 million higher than if reported by using the Postal Service’s costing 
methodology. If you did not confirm the cost figures in part (c), please 
explain any difference in the total costs for your corrected cost figures, if 
there is a difference. 



REVISED RESPONSE OF UNITED STATES POSTAL SERVICE TO MMA INTERROGATORY 
REDIRECTED FROM WITNESS MAYES 

Response to MMAIUSPS-T32-2: 

(a) Not confim%ad. The revised amounts are shown below. 

(1) (2) (3) 
PRC TY BR USPS N BR Difference 
See Attachment Exhibit USPf32A (V-W 
to this Response Revised 4121100 

Variable Costs $ 45,200,186 $ 41647,946 $ 3,552.240 
Institutional Costs $ 24,592,812 $ 27.992,970 $ (3,400,158) _ 
Total Costs $ 69,792,998 $ 69,640,916 $ 152,082 

There are two sources of the revised amounts, The first source is the errata filed 

by witness Mayes, USPS-T32, on April 21,200O. The second source is the 

USPS-LR-I-131, Table E, equivalent that appears as an attachment to this 

response. The Table E equivalent is the result of the single input change to the 

Final Adjustment amount for the single-piece portion of First Class Mail Letters & 

Parcels. The adjustment was calculated by using the same method described at 

page 8 of USPS-LR-I-169 (witness Fronk workpaper), as revised 4/17/00. 

Co) To understand the Commission’s costing methodology, please refer to the 

Opinion and Recommended Decision, Docket No. R97-1 and PRC library 

references PRC LR4, LR-5 and LR-19 from Docket No. R97-1. 

To understand the Postal Service’s costing methodology in the R2000-1 

proposal, please refer to the testimonies of postal witnesses Maehan (USPS-T- 

ii), Kashani (USPS-T-14), Bono (USPS-T-15), Degen (USPS-T-16) Baron 

(USPS-T-12). Pickett (USPS-T-19). Bradley (USPS-T-18), Stevens (USPS-T-20) 

Smith (USPS-T-21) Raymond (USPS-T-13) among others. 



REVISED RESPONSE OF UNITED STATES POSTAL SERVICE TO MMA INTERROGATORY 
REDIRECTED FROM WITNESS MAYES 

The following illustration may be helpful to understand how different 

methodologies yield different results. If mail processing volume variability is less 

than one hundred percent in the Postal Service’s cost model and the mail 

processing volume variability is one hundred percent in the Commission’s cost 

model, whenever the same mail volume effect is applied to mail processing, the 

results will be different. Arithmetically this can be seen in the following 

hypothetical example in which base year costs are 100, volume is projected to 

increase 5 percent, and the Postal Service and Commission variabilities are 80 

percent and 100 percent, respectively: 

Postal cost model PRC 

1. Base Year Mail processing cost 100 100 
2. Volume Variability 0.80 1.00 
3. Volume Variable cost (I X 2) 80 100 
4. Mail Volume Effect 0.05 0.05 
5. Mail Volume cost change (3 X 4) 4 5 
6. Test Year Mail processing cost (1 + 5) 104 105 

The difference between 104 and 105 in this example is purely the result of 

utilizing different volume variabilities. 

(4 Not confirmed. The revised amounts are shown below. 

(1) (2) (3) 
PRC TY AR USPS TY AR Difference 
See Attachment Exhibit USPS-%?A (l)-(2) 
to tbls Response Revised 4121100 

Variable Costs $ 44,267,641 $ 
Institutional Costs v 

40.780,380 $ 
$ 27,978,701 $ (3.394‘576): 

, Total Costs $ 68,851,965 $ 68,759,081 0 92,884 

The sources and explanation are provided in part (b) of this response. 

(4 Please refer to the response to subpart (b) above. 
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CERTIFICATE OF SERVICE 

I hereby c&ii that I have this day served the foregoing document upon 
all participants of record in this proceeding in accordance with section 12 of the 
Rules of Practice. 

Michael T. Tidwell 
475 L’Enfant Plaza West, S.W. 
Washington, DC. 20260-I 137 
(202) 268-2998 Fax -6402 
May 8,200O 


